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THEATER NUCLEAR FORCES INTERNATIONAL AFFAIRS 


IMPLICATIONS OF PERSHINC-2 DEPLOYMENT, BREZHNEV REMARKS 
LD181049 Barcelona LA VANGUARDIA in Spanish 12 Oct 79 p 5 LD 
[Article by Raymond Aron: “Brezhnev and the Defense of Europe™] 


[Text] Soviet number 1 Leonid Brezhnev cecently intervened in the debate on 
the ratification of the SALT II agreements and the defense of Europe with a 
resounding declaration: “You Europeans are playing with fire,” he said, ad- 
dressing the French socialist groups, “in deploying on your territory mediun- 
range missiles capable of reaching Soviet territory.” Some 2 years ago, the 
Chairman of the Supreme Soviet [as published] had already written a letter 

to the governments of the Atlantic Alliance to warn them against the effects 
of the neutron bomb (a bomb which kills human beings without destroying build- 
ings). 


There is no reason to take Brezhnev's veiled threat too seriously, since he 
knows perfectly well that the French missiles--and those in the U.S. submarines 
at the disposal of the Atlantic Alliance authorities and some bombers stationed 
in Britain--have sufficient range to aim at targets situated within Soviet 
borders. Deployment of the Pershing-2--a modern version of an old type of 
missile which forms part of the Atlantic Alliance's arsenal—would not alter 
the balance of forces in Europe. 


in the United States the debate centers on getting the SALT II agreements 
ratified, which requires the support of two-thirds of the senate and is cur- 
rently meeting with strong reservations. Those who are opposed to it criti- 
cize a number of special clauses, such as, for instance, the protocol re- 
stricting the range of the cruise missiles [misiles de vigilancia] currently 
deployed on land and sea for 3 years, the imperfection of the monitoring to 
which they are subject, which implies the risk of deception; the ambiguity 

of a document which seems to forbid the Americans to transfer technical 
knowhow to their allies and to softh. However, SALT II's more reasonable 
supporters and critics recognize, at least privately, that the treaty en- 
shrines. Or--to put it another way--freezes the current balance of stra- 
tegic nuclear forces between the two superpowers. Equality according to some 
people, Soviet superiority according to others. In fact in 1983 the Soviets 
will acquire indisputable superiority in takeoff power and explosive power 
and equality in the number of nuclear warheads and accuracy of aim, especially 
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in the case cf the SS-18S, equipped with 10 independently targeted warheads, 
which would be theoretically capable of destroying all the U.S. land-based 
missiles. The Americans might cetain the ability to strike back with the 
missiles in their submarines, tut these, because of lower accuracy of ain, 
are badly adjusted to what has come to be termed counterforce action-—-that 
is, action directed against the enemy force and not against cities. 


Be that as it may, equality or superiority at the highest level--the balance 
of forces--is becoming increasingly important as recourse to strategic nu- 
clear weapons becomes less credible. Any destruction inflicted by one of 
the superpowers on the other in attacking it would also be suffered by the 
attacker. Thus equality between the two superpowers tends to neutralize 
these monstrous weapons, whose aim is to prevent their own use. 


Since the early seventies the Americans have acknowledged the semineutraii- 
zation of these weapons and imposed on their allies the so-called doctrine 
of flexible or graduated response. Dependix; on the nature of the aggres- 
sion, NATO would use only conventional weapons or also tactical nuclear 
weapons. Thus deterrence would be based not on the not very credible threat 
of unleashing an orgy of violence through sassive retaliation but on its 
ability and will to defend itself with all means available, not excluding-- 
in the last resort--strategic nuclear weapons. 


The doctrine remains valid, but the military facts have changed. It implied 
that the West would retain the ability to choose the weapons and strategies. 
This hypothesis currently has no foundation, since the instructions given to 
the Soviet troops envisage conducting operations in an environment contani- 
nated by nuclear explosions. The Soviet doctrinal works present as inevitable 
the combined use of conventional and nuclear weapons in a possible confronta- 
tion between the two blocs. Even if we assume that the Soviets--keeping this 
secret--do not rule out an offensive without nuclear weapons, the fact is 
that they have caught up with and surpassed the Atlantic Alliance members 

in tactical nuclear weapons, especially with the manufacture and deployment 
of a medium-range mobile missile--the SS-20--equipped with three nuclear 
warheads, which could eliminate by surprise the stockpiled weapons, the key 


positions of NATO's defense system and the command and the command an! com 
munication posts. 


[LD181051] It is in order to counter the effects of the SS-20 that the 
European states are holding taiks with the Americans on the advisability of 
deploying a medium-range missile. Brezhnev's angry statements were directed 
against this type of device, which might very well be the Pershing-2. How- 
ever, no decision has been made about this, and those responsible are still 
far from reaching an agreement even on the technical and political levels. 


..t us set aside the technical debate on the merits or drawbacks of the 
Pershing-2, since the doubts occur on the political level. The FRG—a neigh- 
bor of the Soviet bloc--is in the front line, with a border of over 1,000 
kilometers. Since it is the first victim of threats, it has the greatest 
interest in maintaining good relations with the Soviet Union. Adenauer's 
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diplomacy belongs to the distant past, and that of Helmut Schmid! makes 

the FRC the most fervent supporter of detente. Any tension which oc: urred 
between Washington and Moscow could have repercussions on East-West rela- 
tions in Europe, and both East and West Cermans would suffer the cousequence 
cf a Soviet-U.S. confrontation. 


Chancellor Schmidt has not rejected the deployment of a medium-range missile 


on German territory, provided that at least one other NATO country accepts 
its deployment. 


Will Brezhnev's warning exercise any influence on the statesmen in Bonn, 
Brussels and the Hague? I do not believe so. There is also the fact that 
the Soviet leaders are so well aware of their strength that they do not feel 
satisfied with mobilizing their followers and parallel organizations, as 
they used to do. Sut are acting obdurately, seeking to show the Europeans 
what they can or cannot do to defend themazelves. > 


cso: 3110 











COUNTRY SECTION FEDERAL REPUBLIC OF CERMANY 


SCHMIDT CONCERNED OVER APEL-GENSCHER ARMS CONFLICT 
Bonn DIE WELT in German 6/7 Oct 79 p 1 
[Report by Bernt Conrad] 


[Text] Federal Chancellor Schmidc yesterday sent up State Secretary Boelling 
to prevent a threatening conflict within che Bonn coalition. At a government 
press conference Boelling assured correspondents that the planned NATO 
decision concerning modernization of the U.S. security capacity in Europe 
would also remain on the agenda if SALT II failed to be ratified. 


Minister of Defense Apel (SPD) during a press interview in Washington had 
created the impression that the NATO modernization program did not have a 
reol chance unless SALT II was ratified beforehand, with further disarmament 
talks to be put on ice if the U.S. Senate failed to ratify or delayed 
ratification of the SALT II treaty. 


This was immediately countered by FDP defense expert Moellemann, who said 

that “such a sequence of events must not be portrayed as inevitable." Rather, 
it was entirely possible that a postponement of the decision to modernize 
would further increase the misgivings of U.S. critics of SALT, thus at least 
delaying the necessary decision, so momentous for Western Europe, about the 
new medium-range missiles. 


Back of this lies a basic difference. Whereas influential forces in the SPD 
give priority to “parallel disarmament negotiations with Moscow” over the 
modernization of weapons, FDP head Genscher insists that Western "followup 
armament” be initiated without delay after the NATO decision due in December 
and only be put up for discussion again in the event there are any disarma- 
ment results. 


The disarmament expert of the CDU/CSU in the Bundestag, Mertes, yesterday 
strongly rejected a tie-in between ratification of SALT II and “due NATO 
decisions about indispensable measures of followup armament and moderniza- 
tion.” 


In Apel's opinion, NATO will decide on modernization of the medium-range 
missiles in December. In an interview with HAMBURGER ABENDBLATT he 
emphasized that the plan was to negotiate with the Soviet Union as of the 
spring of 1980, in armament control talks with the West, about its limiting 
its military superiority in that sector. "If this cannot be done, we will 
engage in pertinent followup armament,” Apel said. 


8790 Fi 
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COUNTRY SECTION FEDERAL REPUBLIC OF G&RMANY 


BREMEN SPD CONGRESS MEETS, ASSESSES THREAT FROM ‘GREENS’ 
Frankfurt/Main FRANKFURTER ALLCEMEINE in German 15 Oct 79 p 5 


[Article by “why.": “The Fourth Koschnik Government: Stabilization Toward 
the Center--SPD Land Congress in Bremen Approves List of Senators--Women 
Protest--Thoughts About the Greens” ] 


[Text] Bremen, 14 October--A Land party congress of the Bremen Social 
Democrats during the weekend approved by a large majority the list oi sena- 
tors with which the fourth Koschnik government, with an absolute majority, 
is to govern the smallest land of the FRC. In contrast to the preliminary 
deliberations in the subdistricts, the discussion was generally devoid of 
dissension. However, the president of the Bremen Senat, Koschnik, and the 
Land party executive had to listen to harsh words from women delegates since 
there is again no woman in the Senat. "Can it really be that no women 

are qualified as senators?” they asked. "Women vote, but men are voted 
in,” they said, and “women do not want to be a fringe group.” Koschnik 
gave assurances that it was not his intention to “behave like a pasha,” 

but at the same time he was against women senators “fulfilling the function 
of a figleaf." 


The new Koschnik government, which, as has been reported, includes changes 
in the portfolios of economics, finances, building, education, social 
affairs and federal affairs, signifies a certain stabilization toward the 
center as far as practical politics are concerned. This is due not least 
to the merger of the economic and labor portfolios and the relevant 
declaration of intentions on Koschnik'’s part before the party congress. He 
said that the coping with economic difficulties ‘n shipbuilding, fishing, 
entertainment electronics, expansion of the automobile industry and 
reorganization of the air and space industry “require decisions which must 
be directed neither against the workers nor against business." Also 
germane to this statement by Koschnik is the appointment of the former 
Bremen representative in Bonn, Willms, as senator for economic and labor, 
with Willms being likely to approach his task without any ideological one- 
sidedness. The new senator for education, von Hassel, finally, also enjoys 
enough respect among the opposition parties and tempera ‘lly may find 

it easier than his predecessor, Thape, to neutralize ov. ...es from his 
party in parliament inspired by the left. This cannot hide the fact that 
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UNTRY SECTION FEDERAL REPUBLIC OF GERMANY 


BRIEFS 


EARTHQUAKE REPORTED IN TAUNUS AREA---Mainz/Wiesbaden--An earthquake 
measuring 3.2 on the Richter scale was registered in the early hours of 
sunday morning in the Taunus area. No serious damage was caused. 
According to the Seismological Institute in Erlangen, the epicenter of 
the earthquake was probably in the Taunus. The tremor, which lasted 

} seconds, was preceded by a “thunderlike rumble” at 0325, according to 
people in Mainz and Wiesbaden who were a “d by it. Over 200 people 
telephoned the police to report that fur wiiure had moved and crockery 
had broken in cupboards. Seismologist: at the Central Observatory in 
Erlangen consider the tremor to be the st in the Mainz-Wiesbaden 
region since 1971. [1.D041247 Hamburg DPA in German 1211 GMT 4 Now 79 LD] 


cso: 3103 











COUNTRY SECTLON FINLAND 


SOVIET-FINNISH COORDINATION OF INFORMATION 
Moscow ZA RUBEZHOM in Russian No 41, 5-11 Oct 79 p 16 


[Article by V. Zaychikov, Helsinki: "Honest Information--The Key to Mutual 
Understanding" ] 


[Text] Cooperation between the USSR and Finland embraces 
the most varied fields in the material and spiritual life 
of our two countries, bringing good fruits for the good of 
peace in the entire world. Recently, Soviet-Finnish co- 
operation is providing extremely favorable results in a new 
and important field--the exchange of information which is 
an example of the joint use of the press, radio, and other 
mass media in the interests of strengthening peace and 
friendship between peoples. 


Based on confidence, Soviet-Finnish cooperation is traditionally defined as a 
universally recognized example of practical implementation of the principles 
of coexistence of states with different social systems. But, perhaps, un- 
justifiably; iittle attention is devoted here to such a sphere of mutual re- 
lations as mass information. But you see, even in an extremely concentrated 
speech in Helsinki at the concluding stage of the Conference on Security and 
Cooperation in Europe the head of the Soviet delegation, L.I. Brezhnev, de- 
voted an extremely prominent place to this problem, also defining its 
specific nature with comprehensive clarity: "The possibilities for cooperation 
are now also being extended to fields where it was unthinkable in the years of 
the ‘cold war.' For example, wider exchanges of information in the interests 
of peace and friendship between peoples." 


The very possibility for cooperation in the field of information appeared 
under conditions of detente. For the development of economic, scientific- 
technical, or cultural cooperation is unthinkable under conditions where 
the overwhelming portion of the mass media would create a public 
opinion which counteracts these goals, sows the seeds of discord, and in- 
creases tension in relations between peoples and states. 


Proving to be the pioneers on the paths to peaceful coexistence of states with 
different social systems by the will of history more than 35 years ago, the 











Soviet Union and Finland were to come to the realization of the necessity to 
find ways for cooperation in the field of information, too, earlier than 
others. 


Stiil two years before the all-European conference at the highest interstate 
level, a decision was adopted and two years after the signing of the Final 
Statement in Helsinki it was confirmed in a joint communique which read: 
"The Soviet Union and Finland declare that they will henceforth encourage 
energetically everything which may assist in the mutual acquaintance of the 
Soviet and Finnish pecples vith their life and culture and in the strengthen- 
ing of mutual cnderstanding and mutual confidence. The attainment of these 
goals will be furthered hy the mere active exchange in the field of radio, 
television, art, the cinema, education, enlightenment, and sport as well as 
by the expansion of contacts between the corresponding organizations of both 
countries. It was also noted that the mass media, displaying proper respon- 
sibility and a businesslike approach, are called upon to serve the important 
cause of a further strengthening of friendship and confidence between the 
peoples of the USSR and Finland and to refrain from inflicting harm on the 
favorable development of friendly relations between both countries." 


There is no need to prove what a difficult matter the accomplishment of these 
provisions in practice is. For nowhere can one avoid recognition of the in- 
disputable fact that information is both the field and the means for the 
ideological struggle which is inevitable in the contemporary world even with 
the most favorable development of the process of detente. On the other hand, 
it is unquestionable that the situation in the world, including the fate of 
detente itself, depends greatly on the directic: in which the mass media in- 
fluence people. 


As a result of persistent, purposeful searches, real paths for cooperation 
between the information organs cf our countries gradually opened up. This 
difficult process was examined comprehensively at a seminar organized by the 
“Finland-Soviet Union Society" which was concluded in Helsinki recently. 


The significance of the successes attained in this field received a high evalua- 
tion already in the opening greetings of the Finnish foreign minister, P. 
Vyayuryunen [as transliterated] and the Soviet ambassador, V.M. Sobolev. 


Twelve editcrs-in-chief of Finnish newspapers and leading radio and television 
personnel as well as 14 information secretaries from political parties and 
various associations took part in the seminar. Along with all the capital 
newspapers without exceptior, the provinces were widely and adequately represented. 
Finnish investigators in the fiela of journalism were active participants in 

the discussions in one of the three sections. 


An imposing delegation under the leadership of candidate member of the CPSU 
Central Committee and editor-in-chief of the newspaper SOVETSKAYA KUL'TURA 
[Sovier Culture], A.V. Romanov, arrived from the Soviet Union. 














With good reason, the Soviet journalists could report on the strict observance 
of their part of the obligations within the framework of cooperation. No lines 
emerged from beneath their pens which, with the strictest approach, could be 
evaluated as detrimental to the good-neighbor relations between our countries. 


In the concluding communique it ~ ; correctly noted that discussions at the 
seminar were conducted open!.y and honestly. Both sides proceeded on the basis 
that peaceful coexistence ~resumes the conduct of a natural ideological argu- 
ment by methods which correspond to the understandings which were stated more 
than four yeare ago in the capital of Finland at the all-European conference. 


Correct initial principles help in finding a mutually acceptable framework of 
specific agreements between the Soviet information organs and the growing 

number of Finnish newspapers, journa]s and publishing houses, television and 
radio, press services of political parties, trade-union centers, youth alliances, 
and other public crganizations. 


Noting what has been attained with satisfaction and evaluating the prospects 
which are opening up optimistically, the seminar participants spoke openly, 

and at times with a justified dose of concern, about problems which are present. 
Without regard here to the numerous specific proposals which were directed 
toward improving cooperation, it should be suid that the Finnish participants 

in the seminar noted “with regret" that “some influential newspapers neverthe- 
less publish materials which a°e unfriendly in regard to the Soviet Union.” 
Stressing the responsibi.ity of journalists for the careful use of such a 
powerful weapon as the word, the editor-in-chief of the leading newspaper of 

the Center Party, SUOMENAA jas transliterated], Seppo Sarlund, said: "Each 

one is obliged to consider his words in order to avoid ‘broken windows’ whose 
repair is always a much more difficult process than their frivolous de:truc- 
tion. Good-neighborly Soviet-Finnish relations are the most substanti:l1 element 


in Finland's foreign policy and they should always be protected as the apple 
of our eye.” 


Also discussed on the seminar were the unceasing attempts from outside to di-- 
rupt the fruitful development of Soviet-Finnish relations which are like an 
eyesore for those who come out against detente and improvement of the inter- 
national climate. The president of the Republic of Finiand, U. Kekkonen, has 
recently called attention to intrigues of this type many times. 


The Finnish and Soviet journalists were unanimous in acknowledging the necessity 
to multiply joint efforts in the struggle against misinformation. It is 

written in the documents of the seminar: "Journalists and the press should 
proceed on the basis of the Concluding Statement and the UNESCO Declaration 
concerning the principles for the activity of the mass media organs and come 
forth in favor of peace, detente, disarmament, and friendship between peoples." 
Recommendations were adopted concerning the elaboration of ethical norms of 
journalism which follow from these principles, among which truthfulness of 
information has been put in first place. 


6367 
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COUNTRY SECTION GREECE 


PRESIDENT INTERVIEWED ON RELATIONS WITH SENEGAL 
AB312225 Dakar LE SOLEIL in French 27-28 Oct 7$ p 9 AB 


{"Exclusive" interview with Greek President Konstandinos Tsatsos by 
Jean-Pierre Biondi; date and place not specified] 


[Text] [Question] Greece seems to have its attention focused in two 
main directions: the Europe of the Common Market on one hand, and the 
Arab countries in Africa. Does the visit of a leader from the black 
African world open a third area of interest for Greece, which would be 
black Africa? 


[Answer] Yes, we attach great importance to the development of Greco- 
Senegalese relations and think that President Senghor's visit will con- 
tribute in a positive way to relations between the two countries. It 
will be recalled that for thousands of years, relations between 
"Ethiopians"--blacks in the etymological sense--and the Greek world 
have alweys been strong. Those interested in prehistory will know this. 
Greece, which has never been a colonizing country, has entered into the 
life of the African world in general. There are flourishing Greek 
communities in all of black Africa. On the eastern coast of this conti- 
nent there are about 30,000 to 40,000 of our compatriots. We even have 
black Orthodox bishops. Beyond the Arab world, with whom we are neigh- 
bors, our participation in the economic life of black Africa increases 
from day to day. 


[Question] Africa and especially black Africa seems to be the exclusive 
preserve for East-West rivalry and especially Soviet-American confronta- 
tions. What is the position of Greece in this affair, and what role does 
your country wish to play in this field in the near future? 


[Answer| The East-West conflict is, truly speaking, a world phenomenon. 
We «xpeiienced it in our country with the civil war. The position of the 
majority of the Greek people is expressed in the very words of the prime 
minister, Mr xaramanlis: "We belong to the West." As for the concrete 
problems which have cropped up in Africa, we are neither in a position to 
intervene nor to criticize them because we do not know the details. 


ll 








[Question] Greece and Senegal have certain points in common: From the 
institutional point of view, both are parliamentary and presidential 
democracies, culturally both are on the threshold of two areas; European- 
Arab for Greece and Arab-black African for Senegal. Do these points and 
others seem to contribute to closer political relations between Dakar 

and Athens? 


[Answer] Indeed, the common points are many. Economically, no doubt 
with the problem of fishing, but also institutionally, thanks to African 
democrats like President Senghor. The latter is both an African and a 
personality with an insight into all other cultures. Thus, we shall 
receive the Senegalese president but also somebody who is at the same 
time an ambassador of the whole African culture, of blackness, and also 
a man who has the common roots of every human culture, and specifically 
the roots of classical cultuzve, a blend of the humanist culture of all 
times. That is why we have many things in common. Our two countries 
are both democratic and President Senghor's political ideas do not 
aiffer much from those adopted by the present government of Greece. 


[Question] Can an economic complementarity between a country like Greece 
and a country iike Senegal exist? What level and what results can one 
eventually expect from it? 


[Answer] A Greek-Senegalese commission should be created to examine the 
possibilities of finalizing exchanges according to the economic needs of 
the two countries. Some potential exists that cannot yet be evaluated. 


[ABO10915}] [Question] On the cultural level, Greece is today proclaim- 
ing its "Europeanness." And rightly so, since its culture is the founda- 
tion of European culture. But in doing so is it not renouncing the 
position conferred on it by geography and history: that of mixed cul- 
tures, at the crossroads of many great civilizations whose role, President 
Senghor said, would be a determining factor in the universal civiliza- 
tion? 





[Answer] It is not to be doubted that we also attach great importance 
to this problem. Like it or not, we constitute in fact a single world. ' 
Leopold Sedar Senghor goes to the sources, where we see how cultures can 

complement each other. He puts forward strong arguments. This idea of 

cultures complementing each other is not a wish; it is a fact of the 

great past. Greeks were influenced by "Ethiopians" and vice versa. It 

is because this cooperatior took place that there exists, between us, a 

spirit of tolerance and syx,athy; with us there is no racism. 


[Question] Mr President, you are like President Senghor, at the same 
time a statesman, a lawyer and a man of culture. However, these days 
we see numerous acts of violence, terrorism, genocide, etc. Do you 
think that humanism is in danger today? 
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[Answer] The right of administering justice »y oneself is a phenomenon 
that has taken on dangerous dimensions in the whole world. But, fortu- 
nately, here there is n> bloodshed. A few years ago we experienced a 
change in government which did not cause any act: of violence. The 
number of people condemned by the tribunals was limited. We condemned 
the colonels to death, but we never executed chem. In Ireland, the 
pope stood against resorting to terror and violence in a way thec deeply 
impressed me. President Senghor is, like me, a *eliever in Plato In 
“Criton" Platc develops the theory that a moral citizen does not have 
the right to break a law, even if it is unjust. He always has the right 
to seek a change in the law, like in every democracy, but he nas tv obey 
it once it is in force. This is 2 primary condition for a soc%ety 
capable of living in peace and prosperity. 


This is why President Senghor's visit is, for me, not only a political 
event but the visit of a personality belonging to the topmost eliie of 


the present world. He leaves Dakar and I leave Athens and we meet under 
the cupola, that is in a temple of the mind. 


CSO: 4400 
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COUNTRY SECTION ICELAND 


ECONOMY iS MAJOR ISSUE IN PREMATURE DECEMPER ZLECTIONS 
Frankfurt/Main FRANKFURTER ALLGEMEINE in German 15 Oct 79 p 3 


[Report by W. A.: “Early Elections in Iceland--Inflation Exceeds 50 
Percent--Popular Front Resigns” ] 


[Text] Stockholm, 14 October--New elections for the Althing, the parlia ent 
of the small insular Republic of Iceland, will be held in December. President 
Eldjarn decided to take this step after the popular front government under 
Prime Minister Johannesson of the farmers Progressive Party had lost its 
parliamentary majority. The head of the government had to submit his 
resignation because the Social Democrats of former Foreign Minister Croendal 
had refused to continue to share the responsibility for an economic policy 
whose most depressing feature is a rate of inflation exceeding 50 percent. 
Though the Progressive Party along with the third partner of the coalition, 
the Communist Peopie's Union, tried to prevent an early election, the 
conservative Independence Party of the opposition, in addition to the Social 
Democrats, advocated new elections. These, according to an announcement 
from Reykjavik, are to take place on 9 December. 


It is expected that the Althing will be dissolved in the next few days, 
with a Social Democratic minority government being appointed for the sole 
purpose of preparing for the elections. The reason why it was impossible 
to entrust the “remnant government” consisting of the farmers party and the 
Communists with this task is apparent from an agreement by the popular 
front coalition, which has not become known, making an early election 
dependent on the agreement of all three parties. Thr ‘ast elections took 
place in June of last year. From them the Social Democrats emerged with 

an ll-percent increase in votes, and the Communists with an increase of 

4.5 percent, while the then government coalition partners, the conservatives 
and the farmers party, registered decreases of 10 percent and 8 percent 
respectively. The center-left coalition which then came into being after 

a tug-of-war lasting several weeks was unable to agree on measures of economy, 
however. 


With annual rates of increase of 40 to 70 percent, inflation is regarded as 
the real main ill of the Icelandic economy. It is primarily due to the 
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rigia wages-price index, for whose abolition it has been impossible to 
procure 4 majority in parliament. An additional recent problem has been 
the price of oil, which uniquely affects Iceland more seriously than other 
countries. Since the early fifties, when petroieum began being procured 
exclusively from the Soviet Union, the price of one tanker load after 
anether has been determined by the dally quotations on the Rotterdam spect 
market. For a long time, this worked to the advantage of Iceland, but 
then the quotations in Rotterdam finally exceeded even the OPEC prices. 
This sumamer iceland then had to pay a price for Soviet petroleum which 
caxceeded the prices ‘n other European countries by 70 percent. Wringing 
its hands as it were, Reykjavik has been trying these past few weeks to 
induce Moscow to arrive at a different settlement. Pointing to long-term 
agreements, the Soviets have, however, rejected this request so far. 


8790 
cso: 43103 
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COUNTRY SECTION NORWAY 


DEFENSE CHIEF SYERRE HAMRE B*CKS REPORT ON FORCES STRUCTURE 
LD180957 Oslo AFTENPOSTEN in Norwegian 13 Oct 79 p 2 LD 
[Article by Defense Chief Gen Sverre Hamre: “Fairly Good for Defense”) 


[Text] On 10 October 1978 I expressed my views on the 1979 budget and on 
5 October this year I expressed myself concerning the proposed 1980 bud- 
get, as reported in AFTENPOSTEN 8 October. Im both cases I stated that 
the budgets appeared fairly good against the background of the prevailing 
economic situation. I assume that it is generally known what this back- 
ground entailed and entails. There arose a situation of such great 
economic difficulties that the government, with the Storting's approval, 
had to implement restrictions and measures of a scale and a nature 

hardly seen in the entire postwar period. 


It .s an old experience in our country that defense allocations suffer 
in time: of economic recession, and hitherto they have always suffered 
more than allocations to other departments. In the current period of 
depression defense has had to accept its shace of budget stagnation but 
it has not been hit harder than other state activities. 


Such reversals, conditioned as they are by the situation, have to be 
lived with and they must be accepted as long as they do not affect long- 
term goals and as long as the authorities remain willing to allocate 

the requisite amounts of compensation when the situation returns to 
normal. 


I see such an improved economic situation from 1981 that there is justi- 
fication for taking a brief look at the future. 


Concerning long-term prospects I would refer to my comments on the 
Defense Commission's report (in State Document No 94, 1978-1979). 


I wholly and entirely support the defense structure recommended by the 
commission and moreover, I believe it necessary to have specific measures 
for further strengthening the structure in a few essential areas--not 
least in connection with the Alliance. 


16 











It is most important for defense that the Storting has discussed the 
long-term plan and that it has stipulated that the commission's targets 
and expenditure plans will jorm the basis of the future development of 
defense. 


I have strongly upheld this point, and it is probably here that the 
divergence between the defense chief and the political authorities has 
manifested itself most clearly. 


My remarks have already been commented upon relatively fully in apd by 
AFTENPOSTEN. Therefore I will restrict myself to repeating the basic 
point that the commission's proposals on defense structure--reinforced 
with the peripheral but important amendments which i introduced--in ay 
view represent what is absolutely essential in order to msaintain our 
balanced national deferse which, in turn, is a fundamental precondition 
of our base policy and our credibility in connection with the Alliance 
and reinforcements. Substantial and continuous inconsistency in the 
volume and rate of progress could actually entail the need to review 
base policy. 


As regards the related economic framework, the Defense Commission report 
took as its point of departure the budget adopted in 1978. In order to 
avoid an obvious discrepancy between targets and funds in defense 
operations and to initiate developments in the direction of the new 
structure the commission recommended a fixed 4 perv.ent average annual 
increase in the budget for the first 5-year period. The commission went 
on to propose full compensation for income and price increases and the 
allocation of additional expenditure to improve working conditions and 
coast guard operations. 


In my aforementioned remarks on the commission's report © found it neces- 
sary to propose an additional 0.5 percent on top of the commission's 
annual rate, to apply throughout the entire plan period. 


To reach the commission's 1981 budget level it will be necessary to have 
a real increase of about 580 million Norwegian kroner [Nkr], or about 
Nkr3€0 million more than cited for that year by the government from the 
plea figures in the state budget (State Bill No 1, 1979-1980), apart from 
the question of the coast guard. 


Because the 1979 and 1980 budgets have been amended by the commission's 
budget proposals a deficit of about Nkr5i million has also built up and 
this must be recovered in the 1981-198, period. 


Taking into account my proposal for a necessary increase in the com- 
mission's rate, these figures will be correspondingly higher. 


Finally I would like to say a little about long-term planning and struc- 
tural development. The struc*ure recommended by the commission is 
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different from today's structure in terms of air force, naval and army 
units. In order to reiease resources as soon as possible for the basic 
equipment necessary for existing and vew units it would be sensible 
right now to begin a major rundown of the existing units and categories 
which will presumably disappear under the future structure. The savings 
in the 1980 budget--savings which will correspond to 365,000 man-days-- 
must be seen partly against this background. On the other hand we have 
a large number of inexperienced and disposable personnel at present. 
Meanwhile it is currently assumed that annuai conscription will be 
reduced. Defense will have just as many conscripts but not all will 
necessarily have the same length of initial training. With that target 
in mind it would be right in principle to use that method in subsequent 
years, too. However, the numbers would be adjusted annually in line with 
continuous implementation of the long-term plan forming the basis of the 
defense chief's proposals for current budgets as well as long-term 
budgets. 


cso: 3108 
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COUNTRY SECTION PORTUGAL 


DEFENSE MINISTER INTERVIEWED, DISCUSSES INTERNATIONAL RELATIONS 
Lisbon EXPRESSO in Portuguese 13 Oct 79 pp 1R-3R 


[Interview with Defense Minister Loureiro dos Santos by Eduardo Paz 
Ferreira: “Abstention From Democratic Election Signifies Criminal 
Indifference™] 


[Text] “After the results of the interim elections have 
become known, parliament, regardleas of its makeup, 
will reflect what we Portuguese are and want to be 

in fact," we were told by Defense Minister Loureiro 
dos Santos in an interview in which, in connection 
with his receat trip to the United States, he took 
up some of the most important questions coming up 

in the national defense area and other areas at 

this time. In one of the first public statements 

by a member of the fifth constitutional goverament on 
future interim elections and the significance of their 
results, Loureiro dos Santos, defense minister since 
the fourth constitutional government, called fur a 
mass voter turnout: “From the viewpoint of nat- 
ional defense, it seems evident to me that abst@mtion 
from democratic elections signifies criminal indif- 
ference; it is an abdication of the responsibility 
which each one of us has in defending Portugal; it 

is an attitude of easy convenience which, sooner or 
later, may make it difficult if not impossible to 
maintain democracy which, as 1 see it, is the es- 
sential condition for national independence. In 
other passages during the interview, Loureiro dos 
Santos analyzed the current state of relations be- 
tween Portugal and NATO; he talked about the need 
for reequipping the Portuguese armed forces; he 
underscored the need for Portugal to be a part of 
Europe and the West and he commented on the possible 
implications of Spain's admission into NATO. The 
analysis of United States institutions on the other 
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hand permitted Loureiro des Santos to express his 
own viewpoints on the position of military men in 
political life, recalling the example of Washington 
in taking off his general's stars in order to run 

for the office of president and the fact that the 
intensive political debate now going on in the United 
States never in any way jeopardized the implesenta- 
tion of the law. 


EXPRESSO: I would like to begin by asking you to give us an idea of the 
contacts you had during your stay in tle United States. 


Loureiro dos Santos: I might say that the journey involved contacts of 
four different kinds: Contacts on the official level, contacts with aca- 
demic circles, contacts with some elements of the Portuguese community, 
and contacts with various persons who invited me and wanted to exchange 
ideas with ac. 


Regarding official contacts, these were carried out in two phases, both 
in Washington. During the first phase I was received at the National 
Security Council by David Aron, an assistant to Brzezinski, to whom I had 
an opportunity to pass on a verbal message from the president of the Port- 
uguese republic to President Carter. This was a rather useful conversa- 
-ien and I came away with the idea--judging by what David Aron told me in 
the name of President Carter--that the actions and procedures of the pres- 
ident of the Portuguese republic were being followed with much attention 
and that there was a very positive impression on the action taken by Gen 
Ramalho Eanes. I also contacted government officials in the State Depart- 
ment and had an opportunity for a very short conversation, rather formal, 
with secretary of etste Vance. I had a rather long conversation with David 
Newsom, undersecretary of state for political affairs, and George West, 
assistant secretary of state for European affairs. These were conversa- 
tions, which, I believe, were very positive; in these conversations like- 
wise I concluded that there was uch confidence in the evolution of the 
Portuguese democratic process and I heard words of great sympathy for 
President Eanes and his actions. 


During the second phase of my journey, when I returned to Washington aftcar 
having seen various parts of the United States, I had contacts in the de- 
fense department and the Office of the Joint Chiefs of Staff. In the de- 
fense department there was a working session with defense secretary Brom 
and with key members of his staff in whose course we reviewed the situa- 
tion concerning United States military aid to Portugal not only within 
NATO but on a bilateral basis. In the Office of the Joint Chiefs of Staff 
I had an opportunity to present a briefing on the reorganization of the 
Portuguese armed forces. The defense department gave a luncheon in ay 
honor at the Pentagon. During that phase I also had contact with the 
Central Intelligence Agency where I was briefed on the makeup of this 
agency and its relations with the political establishment; I met with 
agency deputy director, Ambassador Carlucci. 
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Concerning academic contacts, | had working sessions at and visited var- 
ious universities, such as the Georgetown Geostrategic Studies Center, 
Johns Hopkins Universicy, the National Defense University, the Harvard 
Inter.ational Study Center, where I had contact with the director, Prof 
Samuel Huntigton, the Hoover Institute for matters concerning revolution- 
peace, and war, the Stanford University Energy Department, and the Deparrc- 
ment that deals with arms control. 


As tor the contacts with commanities, I had an opportunity to give an 
interview to the PORTUGUESE TIMES of New Bedford, a television station 
broadcasting in Portuguese, and the Portuguer: Radio Broadcasting Station. 
In San Francisco I chatted with some members of the community. 


In addition to that I had many contacts concerned with information on 
problems such as energy, in keeping with my request, as well as space pro- 
grams. 


EXPRESSO: Since your trip to the United States was not made in your of- 
ficial capacity as defense minister of Portugal, but on the basis of a 
personal invitation extended to Col Loureiro des Santos, it seems rather 
csrprising to note the interest which the Unitaud States government had 
in your stay there and the contacts you had. How do you erplain that 
interest? 


Loureiro dos Santos: I think that the explanation is very simple. The 
invitation was indeed directed to Col Loureiro dos Santos and not to the 
defense minister but the fact is that Col Loureiro dos Santos is national 
defense minister at this time and it would not be proper for me to make a 
purely personal trip at this time. The Americans naturally reasoned in 
the same way and this is why they provided all those contacts for me. 
What happened to Col Loureiro dos Santos certainly would have happened to 
any other personality who was invited at a time when he was a minister in 
office. 


No Doubts About Atlantic Alliance 


EXPRESSO: There is thus no foundation to the idea that the United States 
government is interested in your trip because it is concerned with clarify- 
ing the most recent Portuguese political development and especially the 
positions that were assumed in recent times in relation to NATO? 


Loureiro dos Santos: 1 think that the United States government will always 
be interested, as it is supposed to be anyway, in clarifying the cituation 
in any of the countries of its allies. Concerning any preoccupation which 
the United States might have regarding the Portuguese position toward NATO, 
that preoccupation certainly does not exist, in view of the assertion which 

I made repeatedly regarding Portugal's total commitment, as did the offic- 
ials respoasible for foreign policy and, basically, the president of the 
republic, who made those statements ever since he was inaugurated. I recall, 
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by the way, that just a short time ago, during the luncheon given to 
General Rogers, the President of the Republic did the same thing. 


EXPRESSO: But, in the speech you mention, the President of the Republic 
was quite clear in indicating that Portugal's presence in NATO is due not 
only to a geographic fact of life or a historical tradition, both of which 
were the reasons why the program of the fifth government on foreign policy 
basically reaffirmed Portugal's membership in the Atlantic Alliance. 


Loureiro dos Santos: I believe that what we have in the government pro- 
gram is a program that was put together in an integrated manner and it 
leaves no doubt as to the reasons that persuaded the government to con- 
sider our commitment to NATO, quite in line with what the Portuguese, 
through their representatives (the President of the Republic and Parlia- 
ment) affirmed repeatedly to justify Portugal's membership in that defen- 
sive alliance. As for the matter of national defense, this involves the 
continuation of a political activity (and by that I mean defense policy) 
which includes intensive and adequate participation in its various mili- 
tary and civilian organizations; that includes all areas relating to 
national defense in which foreign policy also plays a role. Thus, given 
the integrated nature of the program, we would not really have to repeat 
those statements under the heading of foreign policy. 


Faster Pace in Military Support 





EXPRESSO: Concerning NATO, support for the reequipment of the Portuguese 

armed forces by our allies and especially by the United States probably 
was also a topic taken up during your visit to the United States, espec- 
ially in view of the fact that there have been hints in Portugal to the 
effect that NATO has not been keeping up with its obligations in this 

matter--is that not so? 


Loureiro dos Santos: I certainly had an opportunity to take this matter 
up especially during my conversation with defense secretary Brown. Con- 
trary to what some people might think sometimes, there is an expressed 
determination on the part of our alliance partner to support Portugal in 
terms of military reequipment, partly also because it was explained to 
those countries (and they unde. .ta@d) that Portugal's economic situation 
does not allow us to divert large sums of money to the reequipment of the 
armed forces. In some ways this aid has not yet reached the level we 
would like it to reach although there have been concrete achievements; 
but one must not forget that other countries are having problems similar 
to those we are having in Portugal and that of course involves budget 
allocations for military purposes. There is a certain desree .f discon- 
tent which, for example, caused the president of the republic to bring up 
the problem during the luncheon given to the allied supreme commander of 
forces in Europe. This discontent is justified by the fact that the pace 
is not faster. During the conversations I had it seems to me that obsta- 
cles were cleared away along various ways pointing to the rapid solution 
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of the problem particularly regarding support for the air force (where 
the situation is most urgent since fighter aircraft are changing rapidly 
so that they become obsolete and will no longer be operational startiag 
in 1980 or 1981 already). 


Building Modern and Operational Armed Forces 


EXPRESSO: But would not support for the reequipment of the Portuguese 
armed forces be compromised by a possible entry of Spain which would be 
one more competitor for getting support? 


Loureiro dos Santos: My answer is frankly: No. We have to see what the 
objective is behind the reequipment of the Portuguese armed forces. Our 
entry into Europe and the West must be accomplished on all levels. When 
you talk of the interest we have in entering the EEC, there is sometimes 

a tendency toward equating this entry only in economic and financial 
terms; but it must be accomplished on all levels, that is, economic, finan- 
cial, social, labor legislation, and action also on the level of the armed 
forces. The Western democracies have a certain type of armed forces to- 
ward which we must move. This type of armed forces implies the existence 
of an army, a navy, and an air force that will be operational. To make 
sure that an army will be operational, it has to have at least one major 
combat unit in which the various arms can be combined. That is the case 
wit’, the brigade. An air force, if it is to be a fighting air force, must 
also have at least two fighter squadrons, otherwise it would just be an- 
other airline company. A navy has to have at least three vessels with 
ocean~going characteristics (of the frigate type), otherwise it is nothing 
but a shipping line. These are minimum objectives which no entry of any 
other country into NATO could complicate. 


EXPRESSO: But was Spain's entry into NATO one of the topics taken up in 
your contacts? 


Loureiro dos Santos: This issue was not taken up in official terms since 
Portugal's official position on that problem is known throughout the al- 
| liance. Since Spain has entered the concert of democratic nations and has 
| common interests with them, it is perfectly normal for Spain to become 
integrated into the defensive system of the Western democratic nations. 
Of course, that does not mean that, when this entry of Spain actually hap- 
pens, minor problems might not come up, pertaining to commands, action 
‘areas, etc.; but these are not insurmountable questions and our general 
staffs are studying the issues that might arise. This question came up 
unofficially however in the course of some of the contacts I had on the 
academic level. 


EXPRESSO: But would not Spain's possible entry cause Portugal to lose 
much of its current strategic importance? 
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Loureiro dos Santos: I do not think so. Portugal's strategic importance 
exists by itself, just like the strategic importance of Spain which is 
already being used within the Western defense setup through bilateral 
links between Spain and the United States and there is no less of geo- 
Strategic importance here. 


EXPRESSO: And, concerning Portuguese national autonomy, within the Iber- 
ian Peninsula, would not Spain's entry be harmful? 


Loureiro dos Santos: No. We can say that this part of the West has two 
geostrategic regions, each of which has well-defined characteristics and 
the Portuguese continent belongs to both of them. The Peninsula as a 
whole constitutes a geostrategic region which is predominantly important 
in terms of land area. The Portuguese complex--that is, the Portuguese 
triangle, consisting of the continent, Madeira, and the Azores--also con- 
stitute a perfectly individualized geostrategic region which has a predom- 
inantly maritime component. One might even say that Spain's entry would 
increase the importance of the Portuguese continent which will be the 
hinge between two complexes that have perfectly different characteristics. 


Energy Option Decisive for Portugal 


EXPRESSO: One of the areas in which you expressed interest during your 
visit to the United States involved the search for energy options. Why? 


Loureiro dos Santos: I expressed great interest in this problem (an 
interest which by the way was fully reciprecated) for two basic reasons: 
The first one is that I believe that the energy problem is the central 
problem of our times. All international policy and national defense 
policies revolve around energy and by the way always did revolve around 
it (we know that the major objectives in the various world wars related 
to areas with energy sources). A second reason was that Portugal is in 

a situation in which, sooner or later, it will have to make a decision as 
to whether it should strengthen its energy potential through nuclear fis- 
sion energy or through other sources. Since there is a big debate in the 
United States between those who advocate the nuclear option and those who 
are against it, I had an opportunity to see how things are going and I 
was even able to talk to people in both camps. 


Supremacy of Civil Authority Over Force of Arms 


EXPRESSO: What were the aspects that impressed you most in the United 
States? 


Loureiro dos Santos: A first aspect that impressed me extremely was the 
intensive political debate I saw in the United States on all levels. 
There is a political debate of permanent challenge against the various 
figures, on radio, television, and in the newspapers, but that debate-- 
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although it is very lively--is a debate that follows the rule of the game 
which are completely implemented. This however does not imply that the 
implementation of the law is challenged in any way; the laws are always 
obeyed even when force has to be used. This is the only way one can 
unwerstand that the debate is democratic and generates new and better 
situations for the American people. A second aspect which impressed me 
greatly--perhaps because I am a military man and perhaps because it runs 
counter to what I always advocated concerning the participation of the 
military in political life--was the visit I made to the room where, on 

a plaque, for the future, there is indicated the place where General Wash- 
ington, who had decided to run for the office of president of the United 
States, put down his general's stars and transferred to the reserves. 

This fact impressed me tremendously because it shows the true foundation 
of democracy which is the supremacy of civilian authority, springing from 
the popular will and based on universal suffrage, over the force of arms. 
That does not mean that I am in favor of having military men removed from 
political life (far from it) but it does mean that military men must parti- 
cipate, when they want to do so, as citizens and not because they are under 
arms. These in fact were the aspects that impressed me most. 


Foreign Policy Subordinated to Defense Policy 


EXPRESSO: Throughout this interview, and in earlier public positions ex- 
pressed in your capacity as defense minister, we can detect a strong in- 

terest in the link between defense policy and foreign policy. How do you 
really view this problem and how did this link develop in Portugal? 


Loureiro dos Santos: Of course, you can answer that question in theoreti- 
cal terms and in practical terms. In theoretical terms, there is no for- 
eign policy that can be so drafted that it will not be construed in terms 
of national defense, since, as I see it, looking at the modern concept of 
national defense and at the concept expressed in the constitution, national 
defense is an overall activity which is aimed at a condition of national 
security and it is also a complex of processes designed to attain national 
security; that in turn can be achieved through various ways, one of which 
happens to be foreign policy. But in Portugal it has not yet been possi- 
ble to institutionalize the agencies of national defense coordination and 
we do not yet have a law on national defense organization, in spite of the 
various attempts in that direction, in other words, a law which would create 
the organization that could accomplish this coordination. In practical 
terms, the Portuguese national defense minister is merely a link between 
the armed forces and the administration and he has no responsibility on 
that level and, besides, in my opinion, he never will have. On this level, 
responsibilities must be held by the President of the Republic, the prime 
minister, the cabinet, and a kind of national security council. The de- 
fense minister can only have some responsibilities by a delegation, firsi 
of all since he is a member of the administration who will have to be 
ready to coordinate these matters; but at this time he has none of those 
responsibilities. Of course, since the defense minister is theoretically 
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familiar with this problem, he should, whenever he has the opportunity, 

call attention to this link but Portugal's power structure has not made 

it possible too much toward this kind of coordination. I know that the 

President of the Republic is much concerned with establishiny this link, 
with all of the deficiencies resulting from the absence of agencies that 
could handle this kind of coordination. 


Elections May Permit Stable Political Power 


EXPRESSO: With the legislative interim elections coming up soon, what 
repercussions do you think will the next elections have on national de- 
fense? 


Loureiro dos Santos: National defense, viewed in its broader concepts-- 

the one which the constitution adopted--is aimed at national security and 
is fundamentally based among other things on national cohesion and unity, 
that is, cohesion and unity between the various geographic areas, between 
individuals, between groups of individuals, between persons and groups of 
individuals, on the one hand, and the institutions which represent them, 

on the other hand. 


For various reasons (which I will not go into now) doubt has been created 
in Portugal about whether parliament--a fundamental democratic institution 
--in fact does reflect all Portuguese, all of their tendencies and aspira- 
tions, or just its own determination. This doubt separated the citizens 
from their representative body and had an effect on the cohesion and unity 
of the Portuguese and this in turn is expressed in vulnerability in terms 
of national defense. After the results of the interim elections are known 
there will be no room for such doubt; regardless of what its makeup may 
be, parliamert will reflect what we Portuguese in fact are and want to be. 


Besides, the possibility of the formation of parliamentary majorities, re- 
sulting from alliances which earlier election compromises (in the 1976 
elections) so far prevented, thus permitting the formation of administra- 
tions with greater representativeness and greater stability, will be able 
to eliminate (or reduce) another serious vulnerability in terms of national 
defense. Thus the democratic establishment will have better conditions for 
becoming strong and efficient and it will then be able to tackle and re- 
solve important problems which, if unresolved, keep the state weak and in 
fact did permit the successful action of internal and external forces, 
neutralizing it, wasting it, and corroding it, the final objective here 
being to establish a totalitarian system in Portugal; a stable and suf- 
ficiently representative democratic authority can prevail, with the support 
of the necessary authority, over those who clearly or secretly seek to des- 
troy democracy--and that is the main guarantee for ovr national independence. 


But if we are to eliminate (or reduce) those vulnerabilities, it is impor- 


tant for all Portuguese, without exception, to express their desire by 
voting and by clearly opting for the political group which, in their 
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opinion, best defends the interest of our fatherlan’i. Only in this way 
can we clearly express the will of the nation. 


From the national defense viewpoint, it seems obvicws to me that abstention 
from democratic elections signifies criminal indiff:xrence; it constitutes 
abdication of the responsibility which each of us has in defending Portu- 
gal; it is an attitude of easy convenience which, sooner or later, may 
make it difficult if not impossible to maintain democracy which, as I 

see it, is the essential condition for national indepecdence. 
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COUNTRY SECTION PORTUGAL 


ARTICLE ANALYZES GOVERNMENT'S ROLE IN ENTERPRISES 
Lisbon DIARIO DE NOTICIAS in Portuguese 24 Sep 79 pp 17, 18 
[Article by Gomes Cardoso: “Just What Is the State Enterprise Sector?™] 


[Text] 1.In view of the constant voicing of different opinions and even some 
absurdities regarding the size of the state enterprise sector (SEE) it is 
not unreasonable nor tiresome to review this aspect of the matter; hence, 
there is still a need to discuss it, at least in terms of clarification. 
The size of the SEE in national economic activity, evaluated on the basis 
of traditional international indicators, is shown on the following graph: 


Size of the State Enterprise Sector in the Portuguese Economy 


Added value: 22.9%; 77.1%** 
Investment: 41.6%; 58.4%** 
Employment: 19.3%; 80.7Z%** 


*State enterprise sector 
**Private sector 


In a first analysis, the national SEE's size in overall terms is slight, but 
significant. It should be noted that the figures on the graph were calculat- 
ed, through transposition, for the economic activity recorded in 1973, the 
last year of the period of international economic stability, and therefore 
the one usually still used for reference. 


However, a more conclusive way of gaging its relative size would be a compa- 


rison with the situation existing in several European countries with market 
economies (Graph 2): 
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Size of the State Enterprise Sector: European Comparisons* 


Added Value imployment Investment 
Portugal 15.52% 9.7% 35.2% 
italy 13.52 12.52 39.72% 
France 11.52 9.3% 23.7% 
Cermany** 10 .82% 8.3% 21.0% 


*Censolidated comparable productive sectors 
**Feijeral Republic of Germany 


Chart I shows the size of the state enterprise sector in several West Euro- 
pean countries to be similar to that in the case of Portugal. The same con- 
clusion may be «irawn from Chart 3, shown below. However, the importint sta- 
tus of the national financial sector should be stressed. it should be noted 
that, because employment is the indicator used in this chart, the differences 
in inter-nation and inter-sectorial productivity could introduce sizable dis- 
tortions. 


Chart 1. Sectorial Composition of the SEE: International Comparisons* 


Sectors Countries: Portugal Italy France Germany 
Energy 86.5 41 84.4 4.5 
Industry 8.6 6.5 4 2.2 
Transpo”tation and 

commur .cations 65.8 62 69.9 43.3 
Comme cce 3.8 0.5 0.6 ? 
Finawcial sector 62.5 % .6 38.5 33.6 


*Indicator used: employment (2) 


2. In a more specific characterization of the state enterprise sector, it 
is feasible to consider its major component groups: public administration, 
public enterprises and enterprises with state participation, the s‘ze of 
which is shown on Chart 2. 


Chart 2. Composition and Size of the SEE in the Portuguese Economy 


Components Indicators: Added Value Investment Employment 
Public enterprises 13.6 25.2 6 
Participatory enterprises 1.5 1.6 0.9 
Public administration 7.8 15.8 12.4 
Total: 22.9% 41.6% 19.3% 











Public administration enterprises are of medium size, comprised almost in 
their entirety of enterprises which existed prior to the nationalization 
process and the policy of creating public enterprises, which produced the 
largest group of the present SEE: public enterprises. 


This group, comprised of about 120 enterprises has a predo.inant status in 
several important sectors, such as those of beer, tobacco, paper pulp, che- 
micals, petroleum, cement, iron and steel, ship construction, electricity, 
water and gas, highway passenger transportation, urban and national railroads, 
air and sea transportation, communications, banks, insurance and news media. 


The participatory enterprises carry very little weight (a figure of about 1 
percent of any of the indicators used); and this may perhaps be one of the 
anomalies in the structure of the SEE, inasmuch as it indicates insufficient 
use of the expedient of state participation in the dynamization and selec- 
tive orientatic . of investments, within the context of a development policy. 


Advance figures without any basis on the number of enterprises with state 
participarion have afforded hasty or tendentious interpretations of the size 
of that sector. 


Actually, the overall indicators shown attest tc their slight importance; 
and, although there are about 1,311 enterprises with state participation 
in existence, over 65 percent (855) of that participation represents less 
than 5 percent of the capital, and in only slightly over 17 percent (238) 
the state is dominant as the majority stockholder (with over 50 percent of 
the capital). 


Chart 3 shows the number of enterprises with state participation in existence, 
and the respective degree of participation; in addition to indicating the 
system of organization adopted, adding the enterprises so as to optimize 
potential complementation on the market, in production, etc., to preclude 

a simultaneity of conflicting endeavors (such as credit and the industrial 

or commercial stockholding function), and to avoid excessive concentration: 

in short, everything aimed at a decentralization and specialization that 
would not only afford greater effectiveness but also be consistent with the 
democratic system that is in effect. 


Chart 3. Characteristics of the Sector With State Participation 


Protected Entities Characteristics: Number of Enterprises 
According to Degree of Participation 
Total 50% or 20-502 5-202 Under 57% 
more 
[PE* 32 138 92 41 31 
Various public 
enterprises 
(reorganizations) 113 % 14 3 60 
Tourisa 63 6 12 8 37 





*Institute of State Participation 

















(continucsd from preceding page) 


Protected Entities Characteristics: Number of Enterprises 
*<cordcing to Degree of Participation 
Total 903 or 20-502 5-202 Under 52 


more 
Maritime ll 6 2 1 2 
Foreign 388 48 5 5 330 
Indefinite 434 . 15 20 395 
Tor ‘: 1,311 238 140 78 855 


This type of or ,anization of the state participatory sector has as inter- 
eediate operators several specialized public enterprises on the sectorial 
level: ENATUR [National Tourism Enterprise] (tourism), ICE [Foreign Trade 
Institute?] (foreign participation), NAVIS (maritime transportation) and 
also IVE (remaining sectors), as well as several public enterprises (those 
for beverages, paper, chemicals, cement, etc.) for which IPE brought about 
a reorganization of specific participation. 


For the purpose of establishing a group =f enterprises with the maxisun 
amount of coherence and viability possible, IPE proposed at the beginning 
of this year that a “stabilized universe” be arranged, comprised of about 
70 enterprises associated mainly with the agriculture-food sectors (from 
production to distribution), the miscellaneous equipment sector (chiefly 
metal-machinery), engineering services, organization and various others. 


The criteria usec by IPE to select the enterprises in this group, which was 
stabilized over the medium term, were that they must meet the basic needs 
of the population, reduce the deficit in the balance of payments, have de- 
monstrative and dynamizing effects, and curb monopolistic situations. Oth- 
er criteria were the importance of the enterprise in the sector, the poten- 
tial for information on the terms relating to supplies of goods, the degree 
of involvement of public capital in the enterprise and its economic and 
financial profitability. 


Different views arose in severrl responsible entities, leading, for example, 
to solutions which actually meant that oily the enterprises with a deficit 
should remain in the IPE, and the others would have to be transferred to 
the private sector. The solution was not original, but it was nevertheless 
completely at odds, at least with the IPE’s goals and regulations as set 
forth in its statutes, stipulating that, in order to assume “hospital” 

fx «tions, it requires other instruments, unless it is meant only to acr 

as a “cemetery.” * 


The evaluation of the SEE's status is usually made through an analysis of 
its “results.” Since the enterprises which comprise it are integrated into 
a market economy, the results analyzed as a rule are, understandably, the 
economic and financial results of the enterprise's operations. 





*Last July, the “stabilized universe” of IPE was finaliy defined (Regula- 
tory Order 169/79), but still in ambiguous, inadequate terms. 
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lkowever, it only makes sense to discuss as results what occurs when the 
latter are compared with the goals and purposes: what the desired result 
wim. 


Now the goals of the enterprises in the state enterprise sector are twofold: 
On the one hand, as the economic units that they are, their indisputable 
basic goal is to maximize the economic function; that is, to attain the 
greatest efficiency in the use of funds, depending on the scale of the en- 
terprise; and, on the other, their public nature imposes sociopolitical 

and national goals upon them, such as support and guidance for development, 
a contribution to the direct solution of problems such as unemployment, so- 
cial instability, supplying the population with essential goods and services 
at prices below cost, etc.; and these activicies are often incompatible with 
the strictly economic goals of enterprises. 


The process of reconciling these two goals, which is normally carried out 
through contracts and sufficient compensation, has not been clearly defined 
nor has it been applied in a ciearcut manner; something which is detrimental 
to any concrete, accurate analysis. An example of this claim is the "“re- 
sults" also accrued by the SEE enterprises without explicit economic compen- 
sation, in the following areas: 


Contribution to a reduction in unemployment: For example, in 1976, whereas 
the tetal national employment declined 2 percent, employment in the SEE 
rose 18 percent; 


Corrective effect on the rates of investment based on the government's poli- 
cy: For example, in 1976, the SEE's investment increased 42 perce, com 
pensating for the decline recorded in the private sector; and, in 1977-78, 
and 1979, the postponement of investments in the SEE led to a drop in the 
rate of economic growth which was a governmental otl-tective; 


Specific intervention in the conditions related to supplies of basic pro- 
ducts to eceaomic activity (electricity, fuel, cement, steel, transportation 
and communications, etc.), which, both in 1975 and during the first half of 
1979, were maintained at exceptionally low prices in view of the recorded 
increase in production costs. 


This activity imposed on enterprises by the political authorities and for 
sociopolitical reasons inevitably affected the results in the enterprises. 
However, note should be taken of the totally balanced results recorded in 
1978, a year in which entrepreneurial I~gic prevailed in the setting of 
prices, which even showed a remarkab’e¢ recovery. 














Chart 4. Results of the SEE* 


Sectors Years: 1977 1978 
Industry -0.9 +2.6 
Leading banks 46.5 +12 

Subtotal +5 .6 +14.6 
Transportation ~10.8 -13.7 
Grand total -5.2 40.9 


*Azounts in millions of contos, provisional and relating to the leading 
enterprises in each sector. 


Despite the fact that the SEE includes sectors in an extremely serious state 
of international crisis, such as steel production and ship construction, 
sectors wherein there have been countless bankruptcies, layoffs and closings 
abroad, the results of the SEE enterprises are positive on the whole and, 
although unsatisfactory, by no mears justify the dreadful, gloomy image 

that is often attributed to them. Still, note should be taken of the un- 
usual case o7 transportation, a sector forced for social reasons to have 
very low prices in comparison with costs, which are, in addition, worsened 
by a financial structure that has been deteriorating for a long time. 
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CENTRAL BANK CHIEF REPORTS IMPROVEMENT IN TRADE BALANCE 
Frankfurt/Main FRANKFURTER ALLCEMEINE in German 15 Oct 79 p 12 


[Report by Claus Genrich: “Portuguese Foreign Currency Situation Improves-- 
Experts Urge That Course of Stability Be Adhered to”] 


[Text] Lisbon, 14 October--"Nobody could have expected our trade balance 

to improve to this extent,” the deputy president of the Portuguese Central 
Bank, former Finance Minister Constancio, has told an international 
conference, speaking about the Portuguese economy at the Lisbon Gulbenkian 
Foundation. The praise is justified, but above all it indicates how 
suitable the cure was which had been prescribed for the Portuguese govern- 
ment by the International Monetary Fund. “The IMF program has even been 
overfulfilled,” Constancio said. In April last year, when he was finance 
minister under Socialist Soares, he was one of the signatories to the 
declaration of intention of the Lisbon government which the IMF had demanded 
as a prerequisite for credits. A year earlier, unmistakable warning signals 
had beer. triggered by a record deficit of almost 1.5 billion doliars in 

the balance of payments and a rate of inflatio of 27 percent. 


The IMF had advised the Portuguese to exercise restraint in increasing 

public expenditures, to limit economic growth to 3 percent while substantially 
slowing down imports, to restrict credits at home and to raise the discount 
rate to 18 percent. The cure worked. In 1978 the balance-of~payment 

deficit dropped from 1.5 billion to 800 million dollars (it actually was 
supposed to be reduced only to 1 billion), and in 1979 the deficit is expected 
to go down to 400 million dollars. 


While Portuguese i worts are stagnating, the volume of exports, according 
to hopeful estimates, will rise by 16 percent in 1979. Money being sent 
home by Portuguese foreign workers and income from tourism are having a 
particularly positive effect on the balance of payments. This ought to 
dampen the optimism in Lisbon somewhat, because funds originating with 
workers abroad api tourists, after all, are not the result of growing 
productivity in Portugal and therefore can serve only to a limited degree 
as an economic indicator. 











Cross investments in equipment goods, however, have dropped in Portugal by 
another | percent below the low 1978 level. Private consumption rose not 
quite | percent, and public consumption by a real 5 percent. The state 

has just granted itself a supplementary budget, raising its budget deficit 
for 1979 from 91 to 121 billion escudos. Here Lisbon has overfulfilled the 
IMF requirement in a negative sense: the budget deficit is 3 percent 

higher than the upper limit accepted by the IMF. The state is again 
Starting the inflation merry-go-round, and inflation, which had been reduced 
to a little over 22 percent in 1978, particularly by reducing rates for gas, 
electricity, water, telephone and mail, is again as high as 75 percent this 
year. 


Further--ir line with IMF ideas--Portugal is <rying to promote the competitive 
power of Portuguese exports with a planned sliding devaluation of the escudo. 
The high interest rate is to attract capital to Portugal. This is now in 
dispute. Constancio would like to see a lowering of the rate of interest 

and a slowing down of the devaluation, already curtailed from a 1.25 percent 

a month via 1 percent to 0.75 percent. Socialist Constancio is critical 

of an anti-inflation policy concentrating predominantly on reducing the 

budget deficit and public expenditures. He would now prefer to put up with 

a slight deterioration in the balance of trade in order to again stimulate 
investment at home and reduce the 14-percent unemployment rate. 


This view, also shared by several officers of the Portuguese Central Bank, 
at the conference in the Gulbenkian Foundation met with opposition by U.S. 
experts, who recommended first a sharper devaluation and a more determined 
reduction of the budget deficit. 


There are already indications that soon an agreement between Portugal and 
the IMF will become more difficult. The new finance minister, Sousa Franco, 
has already stated that his government will not conclude a new agreement 
with the IMF, despite the fact that an IMF delegation for talks has just 
been in Lisbon. He does not want prematurely to tie the hands of the next 
geveroment which will come inte betng as a result of the parliamentary 
elections in December. 


For individual Portuguese, reality continues to look somber. The reform 
policy of economy is only partly the reason why Portuguese in fact continue 
to be worse and worse off economically. Even more momentous, no doubt, are 
exaggerated expectations after the 1974 revolution, bureaucratic mismanage- 
ment and the paralysis of action caused by incessant political crises. 
Face-value wages of workers rose by 38 percent in 1974 and by 33 percent 

in 1975 and have risen by up to 20 percent annually since 1976. In real 
terms, however, purchasing power, while rising by about 20 percent until 
1976, has continuously decreased since. According to statistics of the 
Central Bank and the World Bank--in contrast with a more optimistic presenta- 
tion by the Gulbenkian conference--already in 1978 the average real income 
in industry, measured by 100 index points for the last prerevolutionary year 
of 1973, had dropped 8 to 11 points. The waning of purchasing power is 
particularly painful to the economically weak: according to a table of the 
Ministry of Labor, 53.4 percent of Portuguese workers earn less than 10,000 
escudos a month--less than DM 400. 
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ARTICLE LOOKS AT INDUSTRIAL BEHAVIOR, POSSIBLE IMPROVEMENT 
Porto O PRIMEIRO DE JANEIRO in Portuguese 3 Oct 79 Supplement pp 1-3 


[Article by Albano de Melo and Joaquim Pereira da Silva: "Will the Improve- 
ments Be Confirmed?"! 


[Text], At quarterly intervals, the National Statistics Institute (INE) pub- 
lishes the results of a survey of the current status of the manufacturing 
industry, broken down into its three major branches: the consumer goods, 
intermediate goods and capital gocds industries. 


In a previous issue of the "Economy" section of this newspaper, we have dis- 
cussed in some detail the results of the aforementioned survey for the fourth 
quarter of 1978. At that time, a comparison was made with the results for 
the same quarter of the previous year, so as to obtain a general idea of the 
progress of industry in 1978. 


And, since it appears to us to be an important means of analyzing a crucial 
sector of the Portuguese economy, today (after the recent publication of the 
results for the second quarter of 1979) we are again systematizing the data 
supplied by the INE. 


The analysis (or rather the systematization), which was made chiefly on a 
half-yearly basis, includes the years 1977, 1978 and the first half of this 
year. Hence, one can "detect" the negative effect of the restrictive eco- 
nomic policy that was adopted at the beginning of 1978 on economic activity 
in general and, obviously, on the manufacturing industry in particular. 


By way of an “advance conclusion,” we might say that, during the first half 
of 1979, industrial activity experienced a certain amount of recovery after 
the period marked by a definite decline, namely, the second half of 1978 
(although it is still far removed from the status of the first half of 1977). 


This current reactivation was based largely on the undeniable improvement in 
exporting activity, but it does not conceal (but rather may delay) the exis- 
tence of serious structural problems which will have to be surmounted over 
the medium term with the prospect of European integration in view. 
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Let us now consider in more detail the available figures, including in parti- 


cular a careful observation of the graphs and charts, rather than text itself 
self accompanying then. 


Behavior of Production 


During the first half of 1979, in the manufacturing industry as a whole there 
was a reversal of the downward and upward trend associated with the percentage 
of business firms which increased production and the percentage of those which, 
conversely, reduced it (See Graph 1). In fact, the average figures for the 
first half of 1979 were, in each instance (increase and decrease in produc- 
tion). 31.5 percent and 16.0 percent, respectively, as compared with 24.0 
percent and 27.5 percent for the second half of 1978 (a more difficult peri- 
od which we might term “critical"). 


The half-year (of those shown on Graph 1, of course) which had a better "“pro- 
duction trend" was the first half of 1977: 34.5 percent of the business firms 
stated that they had raised their production rate, while 12.0 percent regis- 
tered a decline. 


Breaking down the analysis according to the major branches of industry (see 
Graphs 2, 3 and 4), we observe in all of them a behavior more or less identi- 
cal to that of the manufacturing industry as a whole: in other words, a pro- 
gressive decline starting in the first half of 1977 (the constant heavy line 
and fine lire curves on the graphs approach one another), culminating in the 
second half of 1978 in the existence of more business firms which cut their 
production than those increasing it (the curves on the graphs cross one ano- 
ther). For the first half of 1979, in turn, one observes a reversal in the 
movement of the curves (which cross each other again), and, again, the per- 
centage of business firms with increased production becomes relatively larger. 


Chart 1 indicates that, as in the case of the industry as a whole, the most 
favorable half-year for the various major branches was the first half of 
1977, and the most unfavorable one was the second half of 1978. 


It may also be noted that (for the same period) the capital goods industries 
are the ones which showed a better “production trend" during the first half 
of 1977 and which, conversely, were in a more deteriorated situation during 
the second half of 1978 (the period when there was a greater overall decline). 


In any event, the situation during the first half of 1979 in all the major 
branches is still far removed from that of the first half of 1977 (in the 
consumer goods industries, the situation is better than it was in the first 
half of 1977; in the intermediate goods industries, the current situation is 
identical to that in the second half of 1977; and in the capital goods in- 
dustries, it has not even reached the status attained during the first half 
of 1978). 


Finally, it should be noted that the difference between the percentage of 
business firms which increased production and the percentage of those which 
reduced it during the first half of 1979 was almost identical for the three 
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branches (9.5 percent for consumer goods, and 10.5 percent for intermediate 
goods and capital goods). * 


Behavior of Demand 


A decisive factor in the progress of industrial activity is unquestionably 
the movement in overall demand. It is a variable whose “internal component” 
has been deliberately "compressed" in the context of the restrictive economic 
policy and whose external component has been undergoing significant improve- 
ment as a result of the policy of strong backing for exp rts. 


Graphs 5, 6, 7 and 8 represent (for the manufacturing industry as a whole and 
for its major branches) the progress in total demand, through the curves 
showing the percentage of business firms which consider the demand (that 

is to say, the backlog of orders) to be “heavy,” and the percentage thereof 
which regard it as “slight.” 


For example, for the manufacturing industry as a whole (Graph 5), and for 
the branches of consumer goods (Graph 6) and capital goods (Graph 8), the 
percentage of business firms which consider the total demand to be slight, 
during the period under observation, always exceeded the percentage of those 
which described that variable as heavy. an obvious sign of a lack of dynamism 
in economic activity. But in this unfavorable situation there is the year 
i978, which posed a worse situation, affecting the first half in particular 
(it should be noted that the backlog of orders at the end of this period af- 
fected the progress of production during the second half of 1978 which, as 
was mentioned previously, was the period of the greatest decline in produc- 
tion). 


However, the first half of this year was marked by a certain amount of reco- 
very, which was less evident in the capital goods branch, a branch which was 
also in a worse situation at the outset (see Graphs 5, 6 and 8 again). 


Insofar as the intermediate goods industries are concerned (Graph 7), one is 
struck by the fact that during the first and second halves of 1977, the per- 
centage of business firms with a heavy demand exceeded those with a slight 
demand. Starting then there was also a decline in 1978 (the most unfavora- 
ble period was the second half), followed, similarly, by an improvement dur- 
ing the first half of 1979. However, this improvement was not sufficient to 
make the number of business firms with a heavy overall backlog of orders be- 
come relatively ierger again. 

*The forecasts for the third quarter of 1979 indicate another reduction in 
economic activity (the percentage of business firms with a decline in pro- 
duction will again be predominant). This will not be very symptomatic if 
we consider the usual seasonal causes. In any event, the decline that is 
anticipated is far less severe than the one which occurred during the third 
quarter of 1978. 
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It befits us now to underscore the behavior of the external component of the 
total demand (the external demand) which, for the manufacturing industry as 
a whole, has been recovering since 1977. During the second half of 1977, 
the percentage of business firms with a slight external demand exceeded the 
number of those with a heavy demand by 22 percent. By the first half of 
1979, there were more business firms which considered that variable to be 
heavy (the balance is a positive one: +2.5 percent). (See Chart 2) 


As we remarked previously, this was obviously the result of an entire policy 
of incentives for exports, with particular emphasis on the devaluation of 
the escudo related to exchange. 


Insofar as the major branches are concerned, one observes a recovery in those 
ef consumer goods and intermediate goods (a rather sizable one in the case 
of the latter); whereas an unfavorable situation still persists in the capi- 
tal goods branch (see Chart 2 again). 


The relative weight of the factors stiflin; productive activity may be found 
from an observation of the percentage »f susiness firms declaring that they 
cannot raise production to cope with a ,ossible increase in demand. For the 
manufacturing industry as a whole, this, percentage was about 38 percent at 
the end of the first half of 1979; whereas, in the second half of 1978, it 
stood at 34 percent, reflecting a certain amount of improvement in the use 
of production capacity prompted by the current reactivation itself. 


The capital goods branch is the one showing the smallest percentage of busi- 
ness firms with production bottlenecks: 23 percent in the first half of 1979, 
and 26 percent at the end of 1978. 


With the exception (not very pronounced) of the intermediate goods industries, 
one notes a growing tendency among business firms with bottlenecks at the end 
of the first half of 1979. 


When one proceeds to analyze the factors impeding increased production (see 
Chart 3), during the entire first half of 1977 (which reflected the best si- 
tuation of those observed), the second half of 1978 (which, conversely, re- 
flected the worst situation) and the first half of 1979 (the current situa- 
tion with signs of improvement), there is evidence of: 


A preeminence of equipment, followed by installations for the manufacturing 
industry as a whole; 


A pr. winance of raw materials and equipment for the consumer goods indus- 
tries; 


Great significance for equipment, followed at a moderate distance by instal- 
lations for the intermediate goods industries; 


Preeminence of equipment (although with a gradually downward trend) and of 
raw materials (with a definitely upward trend) for the capital goods indus- 
tries. 
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Industrial Activities in a More Favorable and More Unfavorable Situation 


According to the statements made in the summary report on the results of 
the survey under analysis relating to the end of the first half of 1979, 
Chart 4 shows the industrial sectors (based on CAE [Classification of Eco- 
nomic Activities] classification) which are in contrasting situations (more 
favorable and more unfavorable) with respect to production trends and the 
use of production capacity. 


The same chart also indicates the contribution from each of those activities 
to the production of the manufacturing industry; which enables us to conclude 
that the activities in a more favorable situation and a more unfavorable si- 
tuation carry “weight™ that is not very different: 35.8 percent and 33.9 per- 
cent of the production of the manufacturing industry as a whole, respective- 


ly. 


This situation is not comparable to that of the second half of 1978, when 
the activities with a more favorable status represented only 15 percent of 
the total for the industry, whereas the sectors in a more critical position 
carried a “weight” of 43 percent. 


When these two periods (the end of the first half of 1979 and the end of the 
second half of 1978) are considered, one notes the permanence of the follow- 
ing sectors: 


In the group with a more unfavorable situation: the food industry, the indus- 
tries producing items made of plastic materials and the basic industries for 
nonferrous metals; 


In the group with a more favorable situation: the china, earthenware, sand- 
stone and pottery industries; the industries producing electrical appliance 
machinery; and the paper industry. 


Emphasis should be placed on the appearance, during the first half of 1979, 
of a mijor industry which ranked among the more “depressed” ones as late as 
mid-1978 and which is now included in the group of activities with a more 
favorable situation, namely, the textile industry; obviously resulting from 
its exporting tendency. 











Chart 1. (Average Half-Yearly Figure) 
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. Manufacturing industry according to major branches 
. Difference between heavy total demand and slight total demand (in 7%), 
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Graph 1. Production: Manufacturing Industr; as a Whole 
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Graph 2. Total Demand: Consumer Goods Industries 
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Graph 3. Froduction: Intermediate Goods Industries 
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Graph 4: Production: Capital Goods Industries 
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Graph 6: Production: Consumer Goo.is Industries 
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Graph 7. Total Demand: Intermediate Goods Industries 
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Graph 8. Total Demand: Capital Goods Industries 
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COUNTRY SECTION PORTUGAL 


BRIEFS 


OLL FROM NICERIA--Portugal intends to purchase 500,000 tons of oil per year 
from Nigeria, in a transaction involving $90 million. Emeka Ayo Azikixe, 

a diplomat who has headed the Nigerian Embassy as charge d‘affairs, des- 
cribed to ANOP [Portuguese News Agency] the areas of ship construction and 
air transportation as being the ones wherein relations between Lisbon and 
Lagos have most increased. [Text] [Lisbon EXPRESSO in Portuguese 4 Oct 79 

p 13] 2909 


MIXED EMPLOYMENT RESULTS-~According to the latest reports from the National 
Statistics Institute, during 1978 the manufacturing industries absorbed 
24.7 percent of the active population, as compared with 33.8 percent in 
commerce, transportation and public administration, and 31.4 percent in 
agriculture. These figures reflect an increase in employment in the manu- 
facturing industries sector and a more or less constant egress of manpower 
from agriculture. The decline in the employment rate in the services sec- 
tor was attributed to a reduction in “commerce, restaurants and hotels," 
“transportation and communications” and “other services," and an increase 
was noted in employment in public administration. The manufacturing indus- 
tries which contributed most to the rise in employment were those associat- 
ed with exporting, specifically the ones producing ready-made clothing and 
knitted goods. In other industries which have shown a decline in external 
demand, there has been a drop in the employment rate, such as in ship con- 
struction and repairs, and the construction and assembly of automotive ve- 
hicles. [Text] [Lisbon EXPRESSO in Portuguese 4 Oct 79 p 13] 2909 


DECREASE IN PURCHASING POWER--According to the Planning Studies Center of 
the State Secretariat of Planning, between June 1978 and June 1979 real 
wages in industry and transportation in the city of Lisbon dropped 8.5 per- 
cent. In the city of Porto, the decline in purchasing power for the same 
workers amounted to 3.9 percent; while the real wages of rural workers 
dropped 5.6 percent for men and 2.5 percent for women. [Text] [Lisbon 
EXPRESSO in Portuguese 13 Oct 79 p 16] 2909 


PROJECTED INFLATION RATE--According to statements made by Finance Minister 
Sousa Franco upon entering the latest Council of Ministers session, by the 
end of this year, inflation in Portugal will reach a rate of about 25 per- 
cent. On this occasion, the same member of the government stated: “If we 
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continue along this path, inflation will increase a little more next year; 
adding that, “It is impossible to make predictions on the Portuguese economy 
for the end of 1980." Sousa Franco also remarked that his government would 
not conclude any commitment to the International Monetary Fund. On this 
occasion it was also confirmed that the budget deficit of the executive 
branch for this year would amount to 121 million contos, the limit estab- 
lished in the law passed by the Assembly of the Republic. [Text] [Lisbon 
EXPRESSO in Portuguese 13 Oct 79 p 16] 2% 9 


INCREASE IN FOREIGN INVESTMENT--The Institute of Foreign Investment reports 
that, during the first 7 months of 1979, direct foreign investment totaled 
1.6 million contos, which is 70 percent more than during the same period 
last year. Five sectors accounted for nearly 70 percent of the amount 
authorized: chemical industries (26 percent), wholesale commerce (16 per- 
cent), metal-machinery and electrical industries (12 percent), banks and 
other monetary and financial institutions (9 percent) and basic metallur- 
gical industries (7 percent). [Text] [Lisbon EXPRESSO in Portuguese 13 Oct 
79 p 16] 2909 


cso: 3101 
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COUNTRY SECTION SPAIN 


BRIEFS 


PCE'S CARRILLO SPEAKS TO UJC--Santiago Carrillo, the secretary general of 
the Spanish Communist Party, this morning chaired the closing session of 
the Fifth Conference of the Union of Communist Youth [UJC]. Santiago 
Carrillo said among other things that the decentralization of the state 
has dealt a hard blow on the forces of reaction. If power is no longer 
concentrated in Madrid, and there are some 13 or 14 centers of power, the 
rightwing reaction will be weaker, Carrillo added. In addition the con- 
ference plenum agreed to ratify the expulsion of Francisco Garrido who up 
to now was the secretary of the Communist Youth of Andalucia. It also 
elected a new executive committee, with Josep Palau being reelected the 
secretary general of the UJC. [Text] [LD042144 Madrid Domestic Service 
in Spanish 1600 GiT 4 Nov 79 LD] 


ARMS TO IRAQ--Spain is on the verge of concluding an important arms deal 
with Iraq in return for oil. This exchange will involve notably warships, 
vehicles, and light arms. France is worried about this competition. [Text] 
[Paris LE POINT in French 29 Oct 79 p 51] 


cso: 3100 











COUNTRY SECTION TURKEY 


TOKER VOICES GOVERNMENT PROPOSAL, REACTIONS FOLLOW 


Toker Proposal 
Istanbul MILLIYET in Turkish 20 Oct 79 p 9 


[Text] Ankara, THA [Turkish News Agency |--Metin Toker, ome of the president- 
iel quote senators, commenting on the government problem arising from the 
outcome of the 14 October [by-] elections, proposed the formation of # broed- 
based Justice Party-fepublicen People's Party coslition, headed by e presi- 
dential senator. He believes hat the current perliesent should function 

8s 8 constitutional assembly until 1981 end amend the constitution. The 
senator said, “Any of the 14 presidentiel quota senstors is capable of 
serving successfully es a prime minister.” 


Toker talked ebout his views of the government probles in the October issue 
of the periodical DENGE. He expresses serious doubt in his erticle thet 
another Netionalist Front government or @ Republican People's Party-Netional 
Salvation Party coalition would lead the country in the right direction. 
Toker clessifies Turkey's mejor problems as long and short tere end lists 
them as economic problems, enarchy end the Cyprus issue. 


Constitution Should Be Amended 


Senator Toker claims that the country's economy hes been on the wrong track 
since 1950's, end says, the economy's structural development has been led 
into the wrong direction. “The illusion was thet industrializetion could 
be achieved with short-term, high-interest credit,” he says. “Let's borrow 
as much as we cen, they seid, sssuming thet the United Stetes will keep on 
paying us. When the United Stetes stopped paying, the country's economy 
was put on the operation teble repestedly. A new economic policy sust be 
devised to correct thet misteke.* 


Metin Toker, who was appointed to the senete by the president under the 
authority given to the head of state by the constitution, erques thet the 
1961 Constitution cannot keep peace with the conditions in the Turkey of 
1979, and therefore, sust be emended. 
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The presidential quota group in the senste includes the following per- 
sonages: 


Nermin Abeden Unet, Zeyyat Saykers, Kemal Canturk, Husamettin Celebi, Fehri 
Coker, Hilwi Firet, Sadi Irmek, Adnen Baser Kafaoslu, Huseyin Neil Kubeli, 
Sefea Reisoglu, Namik Kemal Senturk, Metin Toker, Helil Tunc and Serif Tuten. 


Reactions 
Istanbul MILLIYET in Turkish 21 Oct 79 9 9 


[Text] Ankara, ANKA [Ankara News Agency |--Presidential quote senator Metin 
Toker's stetement offering himself and his collesques es candidetes for the 
prime ministry hes evoked « critical response from the presidentisel quote 
group in the senete. 


The leader of the quote group, Zeyyst Baykera, in @ stetement to the ANKA 
agency, said of the Toker statement, “It is not binding on us. To form a 
government is the job of political perties." Baykere continued, “I think 
distinguished Toker wes expressing his pe-sonal views. I do not consider 
it proper, especially for # quota sensetor, to edvence such proposals set « 
time like this.* 


Another quote senator, Serif Tuten, wes elso criticel of Toker and echoed 
the group leader's sentiments, s@ying, “The government question should be 
resolved by political perties.” Tuten added, “Metin Toker writes these 
articles in his capacity es e— journelist." 
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